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Five months after Hurricane Mitch departed Central America, the countries most affected by the
storm are still looking for solutions to two major problems, which they see as vital to recovery and
reconstruction: foreign-debt relief and a reversal of US immigration policy. Another issue is the
mismanagement and outright corruption in relief and reconstruction efforts.
With President Bill Clinton's failure to guarantee sufficient aid and assistance with immigration
policy during his recent tour of Central America (see NotiCen, 1999-03-18), regional presidents
are focusing on the next key event, the meeting the end of May in Stockholm of the donor-country
Grupo Consultivo. Presidents prepare regional plans for donor-country support
On March 19, the presidents held a one-day meeting in Tegucigalpa to analyze joint plans
for reconstruction and longer-range development proposals for the Stockholm meeting. The
development plans will focus on education, environment, the capacity to respond to natural
disasters, regional electricity grids, and other issues relating to regional economic integration, said
Nicaraguan Secretary of Foreign Cooperation David Robleto.
The Stockholm meeting presents opportunities and pitfalls. With just one day each allotted to
Honduras and Nicaragua and a half day to Costa Rica, Guatemala, and El Salvador combined, the
presidents must present a persuasive regional plan that emphasizes cooperation and efficient use of
donor aid in hurricane-related planning.
On the other hand, Honduras and Nicaragua are desperate to secure cancellation of their massive
foreign debts, totalling more than US$10 billion. But bilateral-debt reduction could cut into available
donor aid for regional projects. During the Central American summit at Antigua, Guatemala, in
March, Nicaraguan President Arnoldo Aleman told Clinton the main problems in the countries hit
by Mitch were related to the debt. "The payments limit the governments' [ability] to cover the basic
necessities of the population," said Aleman.
Central America's foreign debt now totals more than US$24 billion, according to recent figures from
the Inter-American Development Bank (IDB). The total equals nearly 60% of the region's GDP, an
increase of 4.5% in 1998 over the previous year. Regional debt service in 1998 was US$2.5 billion
or 6.47% of regional GDP. That is a significant reduction from the 20% registered in 1992, a decline
the IDB report attributes to various debt cancellations and lower interest rates. However, neither
Nicaragua nor Honduras, who devoted 43.7% and 22.7% of their GDP respectively to debt service in
1998, has seen much improvement.
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Nicaragua's foreign debt closed out the year at US$6.28 billion, three times its GDP, while
Honduras' debt stood at US$4.15 billion, equivalent to 100% of its GDP. Some debt-alleviation is on
the way France proposed to the group of industrialized nations on March 17 that G-7 member states
suspend all debt service by emerging countries for 30 years. French Economy and Finance Minister
Dominique Strauss-Kahn said the plan had the support of Great Britain and the US and that it was
aimed in particular at helping Central America. Debt-payment suspension and renegotiation rather
than outright cancellation have been the preferred solutions of the G-7 and the European Union (see
NotiCen, 1998-12-03).
Indirectly related to debt relief is the announcement March 21 by the International Monetary Fund
(IMF) that it had agreed in principle to approve new loans for Honduras under the Structural
Adjustment Program (SAP). By continuing with economic policies mandated by the program,
Honduras will meet one requisite for debt cancellation under the World Bank's Initiative for Heavily
Indebted Poor Countries (HIPC) (see NotiCen, 1998-11-12).
Honduran Minister of the Presidency Gustavo Alfaro said the agreement will require the
government to allow the price of oil products to rise, to increase bank-reserve requirements, and
to privatize the Empresa Hondurena de Telecomunicaciones (HONDUTEL). Following the annual
IDB meeting in March, Robleto said he had assurances of support for Nicaragua from individual
countries belonging to the Paris Club for HIPC treatment. "Cancellation of the multilateral debt is
the most important thing," he said. "There has to be sustainable management of the debt; we can't
sustain our economic projects if we don't enter the [HIPC] initiative." He said such countries as
Austria, Denmark, Great Britain, Sweden, and the US also confirmed their backing for a trust fund
established in December 1998 at the Washington meeting of the Grupo Consultivo. The fund would
help pay for debt reduction, but as yet, donors have announced no specific contributions.

Deportations an explosive issue
Former Guatemalan president, Ramiro de Leon Carpio (1993-1996), now vice president of
the Parlamento Centroamericano (PARLACEN), warned that massive US deportations of
undocumented immigrants from the region could worsen unemployment and lead to a "social
and economic convulsion" that could reignite armed conflict in Central America. He blamed the
Cold War policies of the former Soviet Union and the US for the conditions that created the flow of
immigrants to the US. To deport them, the said, is not only unjust but would cause economic havoc
because Central American economies especially in Guatemala and El Salvador depend heavily on
dollar remittances from immigrants working in the US.
On March 16, Guatemalan immigration officers received the first group of 60 deportees since the
Immigration and Naturalization Service (INS) lifted its temporary suspension on deportations
March 8. Despite the renewal of deportations to Guatemala and El Salvador, the US denied that
any mass deportation was underway. Shortly after de Leon Carpio's warning, the US Embassy in
Guatemala issued an INS report showing that in 1998 fewer than 5,000 Guatemalans were deported
or denied entry into the US and more than 1,000 of those had committed crimes in the US. Besides
those being processed for immediate deportation, thousands more who may acquire temporaryresident status will be forced to return to Central America next year.
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INS spokesman Daniel Kane said 26,000 undocumented immigrants from Nicaragua and Honduras
have applied for temporary asylum under an exception in the law for those two countries. About
150,000 immigrants could receive the special status but would have to leave the US by June 2000.
Questions raised about aid distribution In Managua, a survey of those affected by the storm found
that half the families consulted said the aid they had received after the storm was inadequate and
badly managed.
The Coordinadora Civil para la Reconstruccion Nacional de Nicaragua, an umbrella organization
of 320 nongovernmental organizations, issued a report in mid-February indicating that aid typically
arrived late or not at all and that planners had neglected rural areas, which encouraged migration to
Managua, overwhelming relief capacity. In mid-March, Honduran human rights ombudsman Leo
Valladares said government officials were siphoning off international aid.
Citing a study financed by a Danish human rights program for Central America, Valladares said
relief aid was being sold instead of distributed, whole shipping containers of food and medicine had
disappeared, and in two instances, officials of the comptroller general's office had diverted material
designated for storm victims. In other cases, construction companies contracted to rebuild roads and
bridges overcharged for their work and in some instances had not begun work they were paid to
do. Many made homeless by the storm had yet to receive assistance and had been left out of future
recovery planning, said Valladares. He said the government should keep donors informed about
its priorities for getting aid to those who need it, how aid is distributed, and "aspects relating to the
transparent use of the aid."
Minister of the Presidency Gustavo Alfaro responded that the administration would set up an
independent inspector general to provide information and audit results to donor countries. US trade
delegation tours region Meanwhile, the US followed up on Clinton's visit, not with more aid, but by
sending a trade delegation for a week-long tour of the countries hardest hit by the storm: Honduras,
Nicaragua, Guatemala, and El Salvador.
The administration aid bill is tied up in Congress and a final version is not expected to be approved
before mid-April. White House officials said that by then some aid will arrive too late to help
some sectors of the economy, especially farmers who need aid for spring planting. Commerce
Department official David Aaron led the delegation, which included executives of 16 US companies
in such fields as construction, water purification and distribution, energy, transportation, finance,
telecommunications, and agribusiness.
Aaron told reporters in Washington that the region would need US goods and services in the
reconstruction effort. He estimated the required investment in recovery at US$8 billion and said US
businesses, which already are the heaviest investors in the region, were in a good position to play
a major role in reconstruction. He added that it was imperative to move quickly to put people back
to work and to guarantee investment. [Sources: La Prensa (Nicaragua), 02/18/99, 03/19/99; Notimex,
03/16/99, 03/17/99, 03/19/99, 03/21/99; Associated Press, 03/23/99]
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